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November 7, 1995

TO: Chief, HRMS

SUBJ: FERS and CSRS Offset Coverage During a Transfer to an

International Organization

The attached Benefits Administration Letter (BAL) Number: 95-105 provides
information about changes made by the Social Security Independence and
Program Improvements Act of 1994. Because of these changes, FERS and
CSRS Offset employees may now continue retirement coverage during a
transfer to an international organization. In addition, this BAL announces that
FERS employees who performed international organization service abroad
before January 1,1995, may receive credit under FERS for that service.

Any questions you may have regarding this flyer should be directed to
Barbara Wright at (202) 565-8586, Rod Meader at (202) 565-8588, or Bruce

Ducharme at (202) 565-8591.

Employee Relations Division (OS8A)
Office of Human Resources Management

VA Central Office -Washington, DC
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FERS and CSRS OfT.et Co"e~e Dur1n~ a TrAnSfer to an Intermatiornll

Organization
SUBJECT:

PURPOSE

This letter provides infonnation about changes made by the Social Security Independence and
Progrlmllmprovmlt:nls Al.:t of 1994, Publil.: Law 103-296. ~'a~ ofth~ I.:hang~, FERS and
(:SI{S ()ff.,et employee" may now continue retirement coverage during a tran"fer to an international
organization under 5 V.S.C. § 3582. The Act uniformly extends Federal Insuranoe Contributions Act
(FICA) coverage to Federal employees transferred to international organizations. Public Law 103-
296 is efi"ective for service with an international organizarion on and after January 1, 1995. Also, this
letter announoes that FERS employees who perfonned international organization servioe abroad before
January 1, 1995, may receive credit under FERS for that service.

BACKGROUND

As explaine3 in Chapter 12 of the CSRS and FERS Handbook f'or Pccso1U1el and Payroll Offices,
employees under CSRS who transfer to an international organization under authority of S V.S.C.
§ 3582 have for many years been allowed to continue their retirement coverage (as well as health and
life UlSUraIlcc) by electing contu11.1ed coverage at tlle tune oftlle transfer and by making C\1n-ent CSRS

(and hcalth and lifc insurancc) contributions.

HQWt:VI;f, bt:girming in 1984, ~mt: CSRS~vl;ft:d t:mplQY~ l:aJnt: under a plliIllhat inl,;()TpQr'd.tt:d
Social Security coverage (that is, C:SI{S Interim and, later, C:SI{S C~); alAO, all VI':RS employee.~
are covered by Social Security. When tnmsfcrred to an international organization abroad, these
employees could not continue Social Security coverage because, under the Internal Revenue Code,
service witll an international organization outside the United States was excluded from Social Security
coverage. C:SI{S Interim and C:SI{S C)ff.~ employees could revert to C:SRS (without Social Security)
during a transfer abroad. FERS employees who transferred to international organizations were not
allowed to retain FERS coverage during employment outside the United States, and had no Federal
retirement coverage during the transfer. For CSRS Interim, CSRS Offset, and FERS employees who
transfCJTcd to a public intcrnational organization within tho Unitcd Statcs, tho Intcrnal Rcvcnuc Codc
treated them as covered by Social Security tax under the self-employment provision, and they were

lhl;ft:furt: alluwt:d to I:untinut: lht:ir wvl;fagt: during lht: tr.uwfl;f.
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w - AMENDMENTS MADE BY PUBLIC LAW 103-296

Necticm ] 19 of fuhlic l.aw 1 m-296 amend~ the Internal Revenue (~ and the Noo1al Nccurity Act.
The law requires that IlDY senioc perfonned by a Fedcn11 employee during a transfer to a rcoognized
international organization under 5 V.S.C. § 3582 is defined as emplo}1nent for FICA PUJ'p08C8,
including the Old-Age, Survivors, and Disability Insurance (OASDI) tax and Medicare, if.both ofthc
following oonditions are met:

(1) th~ ~l(;)y= WQ ~l(;)YN al a FtIdera1 ag~"y and IUbj~llu FICA ilmnc=dia~ly
rrior to the transfer, and

(2) the employee has Federal reemployment rights under leCtion 3582.

Under these oonditions, FICA oovcrage applies, regardlcss of where the lCrVioe with the international
organization is actually performed. Therefore, CSRS Offset or FERS employees who continue their
FICA coverage during a transfer to an international organization may now continue their coverage
(but scc bclow conccrning thc TIu1ft Savings Plan). Thc rcquircmcnt of an clcction and currcnt
payment of contributions must be met as under existing procedures.

'Ine Internal I~evenue Ncrvicc ha.~ infOl'mcd u.~ that under the Internal Revenue (~, a.~ amended hy
Public Law 103-296, FICA tax is required for these tnmsfcrred employees even if they do not
continue their CSRS Offset or FERS coverage during the transfer. While employed by an
international organization, an employee's FICA tax, retirement and insl1rancc contributions arc based
on thc amount of pay thc cmploycc would havc rcccivcd had hc or shc rcmaincd at thc transfcrring
agency. Effective January 1, 1995, the salary of an employee who performs service with an
in~~tion~l orglmi:l.~tion within lh~ Uni~d Sta~ is no longa ~ider~ as Klf<mploymmt inwm~
for Nncial Security pu~s.

For international organization service both within and outside the United States, the Federal agency
from which the employee transfers is responsible tor computing Md billing owed FICA tax, both
employee and employer shares, and for the pa}1nent of oollcoted FICA tax. An agency must submit
the employer share of FICA tax even when an employee fails to submit pa}1nent of the employee
portion of FICA tax.

RETIREMENT COVERAGE

The regulations of subpart C of part 352 of title 5, Code ofFedcral Regulations, apply to employees
transferring to international organizations under section 3S82. As long as the employee continues to
make currCIrt CIuployee contributions for retiremCIlt, health benefits, and life insurance, coverage for
cach bcncfit continucs. If thc cmploycc fails to complctc a dcposit within thc timc limit, thc rctircmcnt
coverage tenninates on the last day of the pay period for which the required contributions were
d~po~it~d. Failur~ to pay r~lirt:mc:nl wnlribulio~ ~urrc:nlly, how~v~, ~ nul ~xt:mpl an t:mploy=
from l"l<:A tax liability.
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EmpJoyccs transfcrring to an intcrnationaJ organization must bc givcn thc opportunity to clcct to
continue retirement (other than the Thrift Savings Plan), health benefits, and group life insurance
undc:r ~'t.ion 352.309 orliLl~ 5, ~ orF~ R~gula1ic.m». In addition, my m1ploy~ who i» now
employed under a tranKfer to an internatiooal agency ahmad and who ha.~ n(')t, been given the right to
elect oontinuntion of FERS should be given the opportunity to elect FERS. In the onse of n CSRS
Offset employee who continued CSRS coverage, the employee must revert to CSRS Offset coverage
efi"ectjve January I, 1995. FERS employees who elect coverage will be responsible f'or retirement
oontribution payments retroaotive to the transfer to the international organization. CSRS employees
reverting to CSRS Offset should have their pa)TO1l records adjusted effective January I, 1995, to
Rflect CSRS O£r»c:t ~lributiOl1H.

Under the oonditions stated above, FICA tax is mandatory for all CSRS Offset and FERS employees
on a section 3582 transfer to an international organization, effective January 1, 1995. Whether or not
the employee elects retirement coverage, the employee is no longer exempt &om FICA tax during
international organization service. Since FICA tax is mandatory, ~loyecs eligible to retroaotively
continue FERS or CSRS Offset coverage (regardless of their election decisions) are subject to FICA
tax retroactive to January 1, 1995.

FERS EMPLOYEES WHO HAVE PRE-1995 SERVICE WITH AN INTERNATIONAL
ORGANIZATION ABROAD

I\B stated above, FERS employees who tnlnsferTed to intemationnl orgo.nizo.tions abroad were not
allowed to continue retirement coverage due to the lack of FICA tax during such a transfer. We have
revi~w~d the applicable provisions, and have detemlined that FERS employees who transferr~d under
scction 3582 to an intcrnational organization abroad, and who wcrc not allowcd to continuc thcir
FERS coverage during the transfer, may receive FERS basic benefits coverasc for the period.

't'o ohtain thi~ coverage, the employee mu.~ make the ~tnrily-rcquircd dcpCI.'Iit equal to the amount
of the FERS basio benefits deduotions that would have been withheld &om pay had he or she remained
employed in the Federal agency, The deposit is paid to the employing agency and recorded on
Standard Form 3100, the FERS Individual Retirement Record. The appropriate employer share must
be submitted to OPM by the employing agenoy under existing procedures,

TIIUII{wr ~A VIN(;~ PI.AN

The Federal Retirement Thrift Investment Board has determined that employees who transfer to
international orgattizations are not eligible to participate in the Thrift Saving.. Plan. The Federal
Retirement Thrift Investment Board has also detennined that the amendments of Publio Law 103-296
do not change the status of these employees for the purpose of contributing to the Thrift Savings Plan.
Any inqlliries concerning the Thrift Savings Plan shollid be directed to the Federal Retirement Thrift

Invcstmcnt Board.



-4-

CONTACfPERSON

Plea.~e direct any que~icm!\ aoout thi!\ /.ctter (other than '/nrift Savin~ Plan matter!!) to Patrick
Jem1ings, 202-606-0299.


